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This is the memo Jim Baker sent to the President
as background for this afternoon*s EPC meeting,
(This copy was obtained from SedDefls offif®
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- __ MEMORANDUM FOR THE PRESIDENT
| PROM: THEZ ECONOMIC POLICY COUNCIL
-~ BUBJECTS Trade Policy Btrategy

The Bconomic Policy Council has devoted considerable
time and effort in developing an Administration trade policy
strategy. T7The Section 301 unfair trade investigations you
are initiating, as well as ths proposal to establish a *war
chest” to discourage unfair foreign trade subsidies sre
products of the Council’s efforts to pursue your commitsent
to free and fair trade.

In developing the strategy ocutlined below, we have
drawn upon all available resources, including the
initiatives developed by Nouss Republicans. We are pPleased

| to note that in many substantive areas, their work parallspls
; our own.

| Macro-Economic Policies

1. 7Ths U.S. must recognize the adverse impact of
excessive governmsnt spending and budget deficits,
- - the recent strength of the dollar, and government
. regulations on the U.8. trade deficit.

2. The President’s tax reform proposal is essential
to strengthening the economy and making U.S8.
buc:ncsstt rore competitive in internmational
markets.

L 3. The U.8. will encourage its trade partners to
e adopt policies that will accelerate their economic
growth by urging Bomn Summit participants to act
_ .. on their commitments to remove rigidities and
PR imbslsnces in their scoromies. The U.8, will
. continue to use discussions of the economic
| situation and policies of major countries
| C undertaken by INF and QECD to pursue this
e stretegy. In particulasr, the October IMP annual
| Bectings provide as epportunity in quiet talks and
formal sessions €0 gacourage others to strengthen
thaiz domestic growth. This Administrotion is not
sesiiing old-fashioned “pump-prising® increasas in
government spending, but rathar policy shifts such
as expenditure ruinctions, tax reform, and
financial market libsralizations which permanently
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increase growth opportunities. Such policies pnd
actions by our trade partners will contribute 20 a
gradual strengthening of their currencies and will
enhance U.8. axports.

Ensure FProe and Fair Trade

1. The Administratics remains unequivocally commipted
to free and fair trade and will continue
vigorously to promote an open trading systes
through negotiations aimed at improving trade
rules and incresr=’=g sarket access.

2. The U.S. will wvigorously pursue its trade rights
and interests under U.8. law and the GAT?, and
will see that other countries live up to their
obligations and trads agreements with the U.§.

3. The Administration will continue wigorous
enforcement of U.S. antidumping and countervailing
duty laws. ,

L In the past, the U.S. has initiated Section 301
unfair trade cases only in response to formal
petitions for action frca U.S. imdustries. The
Aéniniptration will, e appropriste, also
self-initiate such cases to address foreign unfair
trade pructices.

5. If you approve the EFC proposal, Bxim bank will be
directed to begin an aggressive targeted mixed
credit lending policy. At the same time the
Muintoctration will seek a $300 million .
appropriation for grents to support up to $1
billion in mixed credit loans. Thess init{atives
will continue until the elimination of predatory
mixed credit competition from our trading partners
i® accomplished through negotiation. ‘

§. Cowpetition in international trade should involve
business firms, not government treasuries. This
calls for the diligent negotiation of
international rules on export subsidies, a high
priority endeavor of this Administration, Where
such rules are absent, inadequate, or
unpatisfactory Lo their lmplemantation, the U.S.
will wvigorcusly protset its legitinute market
ahmim againet the swbeidy progrums of other
netiocns.

7. The Adainistratica will take tactical meuasures
aimed at eliminsiing wnfoir foonlion trade
practices and opeaing foreign narkets, if efforts
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to resolve such igsues through consultations fai}.
The denial or limitation of accesa to the U.s., '
market may be a becassary step in this process.

8. The Adainiitrattau:snpportn the market-opening
objectives of equitable access legislation but
will oppose legislation that would Yequire the
President to close U.3, markets on the basis of
sectoral reciprocity, Rather, the Mministration
prefers legislation that gives the Administration
authority to negotiate foreign barrier reductions.

initiatives in thigs area.

10. The Administration will seek to give owners of
proprietary informstion the right to challenge
Yequests for this informatien under the Preedom
of Information Act,

11. The United States vill continue market-oriented
sector selective (MOSS) discuseions with Japan,
Bovaver, time limits will ba placed on existing

Procedures begun. WNew sectors will be added that
offer the promive of expanded U.8. exports.

12, Pollow-up of the 1984 Yen-dollar report
liberalizing Japan’s financial markets and
intornationaliting the yen will coninue,

13. The Administration will follow up on its reports
to the Congrese on the subject of foreign
industrial targetting, by continuisny to examine

potentisl problems Created by foreign
targetting ard, where appropriate, possible
tcnod%-.. '

. Promote U.S. Exporss

3. The U.S. will geek to redress the trade deficit
through increatiny'nnport. instead of restricting
imports. A good example of this is the §2 billion
export enhancement program {BICEP).

2. The Administration will work with pPrivate gector
: advisory groups {e.g., the President’s Export

Ll -5
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Council) to improve export promotion and to help
companies lock at global markets.

3. The Administration will evaluate Pederal export
promotion activities during the fall budget review
to improve their effectiveness.

4. The Administration will again seek legislation to
remcve the sxporet disincentives in the foreign
corrupt practices act. -

5. The Administration will increase its progran of
8iding state governments interested in promoting
export activities through state agency activity.

Promote Multilatersl and Bilateral Trade Negotiations

1. There is a great need for a more comprehensive,
disciplined and effective system of world trade
rules. The systes needs fixing.

2. The Administration will mafntain efforts to launch
& hev GATT round based on 0.8, objectives
slready-agreed upon internally.

3. The Administration will examine possible bilateral
and purilateral negotiating opportunities, both to
inprove market access and fairer trade and promote
wider interest is the multilateral negotiating
process.

4. 2f 80 requested by the Government of Canada, we
would be prepared to work with the Congress in
exploring the possibilities of a free trade
arrangement.

Import Relief

1. The Administration is committed to market-based
solutions to trade problems at home ana abroad,
but occasional exceptions, in the form of reljef
from import compotition may be neceasary,

| 2. Import relief, if sppropriate, should be

: transparent, temposary, time-specific, decline
over the period of xelie?, and lesd to greater
coapetitiveness.,

3. The Administration will review existing worker
assistance programs in order to assure that they
promots an sffective human sdjustaent policy which

Gontributes to the man capacity for change,
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mobility, and incressed productivity. This reviaw
will include an assessment of: (a) training and
retraining programs - sponsored by government,
lebor, and busir--s - on a conprehensive and
continuing basis; and (b) smployment service, job
bank, training, and relocation support for
displaced workere im order to minimize human cost
and the loss of valuable skills.

Bational Securit

1. The Administration reserves the right to respond
to foreign economic conditions and imports that
threaten industries essential to our long-term
national security.

2. The Aldministration will vigorously enforce our
export control laws ¢to prevent transfers of
sensitive and critical technology of military
significance to potantial adversaries. At the
same time, the Aluinistration recognizes the
reality of foreign aveilability and the importance
of our reputaticr 22 s reliable supplizr. e are
also aware that futurs technicsl edvancas by U.8.
tndugtry depend on suintzining the widest possible
accers to forelign warkets and on fostering the
widest exchauge of scientific information,

International Pinanca

1. We nesd to strengthen and improve the operation of
the international monetary system, as an essential
framework for international trade and a more
productive and growimng global economy., The United
States has been working with the Sroup of Ten
major industrial countries to develop
recosmendations for improving the international
monetary system, which will be considered by the
INF Interim Committee in October. These represent
important steps in the right direction and should
be isplementad. But more also neirds to de done.
In particular, we must work cooperativel with
other nations to sdopt policies which vt!l holp
asdure greater interpational economic stabilicy.

To thiz erd, the wuited States iv prepared to
conpider the posailie walue of bosting a
high-level meating of the major induertriel
countrles, in ordser ¢o review the varisug issues
involivaed in transforming the findings ©f the Group
©f Ten into appropriste action, fiuch & special
®eeting could build on the G-10 studies by
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considering, In & cooperative fanhion, the
policies and performance in the najor fndustrial
countries, and how these can be improved to
promote converge: e toward non~inflationary
growth.

2rade and Debt

‘3. The Administration will encourage debt-burdened
LDCs to reduce government impediments to the
functioning of markets in their econonies,
sncourags production through market incentives to
their business firms and employees, and substitute
capital for debt by encoursging both domestic and
foreign investment. These steps will enhance '
economic growth, thereby increasing debt repayment
capabilities and also expanding !.8. export ;

opportunitiss.

Regula tory Policies

1. The Administration is revieving, and will geek to
amend, if warranted, anti-trust laws or
regulations that ismpeds our international
coapetitivenass,

2. The Adainistration will consider trade
implications when reviawing proposed regulations
and whan developing further deregulation
initiatives. The Administration will use the
trade leverage cruated by its deregulatory process
to seak to open torsign markets, thereby
sinimizing the problus of free rides for foreign
suppliers.,

aAmes A. Baker I
Chairman Pro Tempore
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